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UNCLAS BONN 01570 

FOR EB/IFD/ODF:JOHN BLANEY 

E.O. 11652: N/A 
TAGS: EFIN, EAID, OREP 

SUBJ: SENATOR GRAVEL’S PAPER ON TAXATION FOR 
DEVELOPMENT ASSISTANCE 

REF: STATE 9837 

1 . SENATOR GRAVEL'S DEVELOPMENT TAX PROPOSAL 
IMAGINATIVELY ADDRESSES THE SERIOUS PROBLEM OF THE 
LONG-TERM FOUNDATIONS OF THE U.S. DEVELOPMENT AID 
PROGRAM. HOWEVER, WE ARE NOT REALLY QUALIFIED TO 
COMMENT ON THE KEY ASPECT OF THE PROPOSAL, THE 
FINANCING SCHEME. WE BELIEVE WASHINGTON AGENCIES ARE IN 
A MUCH BETTER POSITION TO COMMENT SUBSTANTIVELY ON 
CHANGES IN U.S. CORPORATION TAX LAW AND BUDGETARY 
PROCEDURES. 

2. AS FAR AS THE FRG IS CONCERNED, WE BELIEVE IT IS 
UNLIKELY THAT THE GERMANS WOULD ADOPT A SIMILAR PROPOSAL 
TO FINANCE THEIR DEVELOPMENT AID PROGRAM. THE FRG 
COULD SEE THE DEVELOPMENT TAX AND ITS COMPANION 
DOLLAR-FOR-DOLLAR CREDIT AS A VEILED WAY TO RAISE AID 
APPROPRIATIONS OUTSIDE THE STANDARD DIRECT CHANNELS. 

THEY WOULD LIKELY PREFER TO RETAIN MORE CONTROL OVER 
THEIR AID APPROPRIATIONS THROUGH THE STANDARD ANNUAL 
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BUDGETARY PROCESSES. 
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